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Summary  of  Recommendations 


This  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


We  recommend  the  department  record 
expenditure  abatements  in  accordance 
with  state  accounting  policy 


Agency  Response:  Concur.  See  page  C-4. 


Recommendation  #2 


We  recommend  the  department  update 
the  rules  relating  to  coal,  oil,  and 
gas  leases  to  ensure  the  department's 
ARMS's  are  in  compliance  with  state  law. 


Agency  Response:  Concur.  See  page  C-4. 
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Introduction  We  performed  a  financial-compliance  audit  of  the  Department 

of  State  Lands  for  the  two  fiscal  years  ended  June  30,  1992  and 
1993.  The  objectives  of  the  audit  were  to  determine  if: 

1.  The  department's  administrative  and  accounting  controls 
were  effective  to  ensure  resource  use  was  consistent  with 
laws  and  regulations;  resources  were  safeguarded  against 
waste,  loss,  and  misuse;  and  reliable  information  was 
maintained  and  fairly  disclosed  in  the  financial  records. 

2.  The  department  complied  with  applicable  laws  and 
regulations  during  the  audit  period. 

3.  The  department's  financial  schedules  present  fairly  the 
results  of  its  operations  and  changes  in  fund  balances  for 
the  two  fiscal  years  ended  June  30,  1992  and  1993. 

4.  The  department  implemented  prior  audit  recommendations. 

This  report  contains  two  recommendations  to  the  department. 
The  recommendations  address  areas  where  the  department  can 
improve  its  financial  reporting,  and  compliance  with  laws  and 
regulations.  In  accordance  with  section  5-13-307,  MCA,  we 
analyzed  and  disclosed  the  costs,  if  significant,  of  implementing 
recommendations.   Other  areas  of  concern  not  having  a 
significant  effect  on  the  successful  operations  of  the  department 
are  not  included  in  this  report,  but  have  been  discussed  with 
management. 

We  coordinated  our  work  with  performance  audits  of  Forested 
Trust  Land  (91P-36),  Fire  Management  (91P-34),  and  Forestry 
Division  Equipment  (91P-35).   Issues  resulting  from  the 
performance  audits  are  discussed  in  separate  reports.   Also 
included  in  this  report  is  work  performed  specifically  on  the 
Hard  Rock  Bureau.   This  work  was  done  in  accordance  with 
Senate  Joint  Resolution  28,  Laws  of  1993,  which  required  us  to 
include  an  analysis  of  the  Hard  Rock  Bureau's  expenditures, 
revenues  and  internal  controls.   The  schedules  of  revenue  and 
expenditures  for  the  bureau  are  listed  on  page  B-1.   A  perform- 
ance audit  is  currently  being  conducted  on  the  Hard  Rock 
Bureau.   Any  issues  resulting  from  the  performance  audit  will  be 
discussed  in  a  separate  report. 
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Background 


The  Department  of  State  Lands  was  created  in  1927  and  was 
reorganized  in  its  present  form  by  Chapter  529,  Laws  of  1981. 
The  Board  of  Land  Commissioners  is  constitutionally  created  to 
act  as  the  department  head.   The  board  consists  of  the  Governor, 
Superintendent  of  Public  Instruction,  State  Auditor,  Secretary  of 
State,  and  Attorney  General.  The  land  commissioner  is 
appointed  by  the  Governor,  subject  to  Senate  approval;  and, 
under  the  direction  of  the  Board  of  Land  Commissioners,  serves 
as  the  chief  administrative  officer  of  the  department. 


The  department's  Central  Management,  Land  Administration, 
Reclamation,  and  Field  Operations  Divisions  are  headquartered 
in  Helena.   The  Forestry  Division  is  located  in  Missoula.   During 
fiscal  year  1993,  the  department  employed  approximately  366 
full-time  equivalents  (FTE). 

The  department  is  responsible  for  both  the  care,  management, 
and  disposition  of  state  owned  lands  and  administering  and 
enforcing  the  mineral  land  reclamation  statutes  on  all  land  in  the 
state.  The  department's  activities  are  organized  under  the 
following  five  divisions: 

Central  Management  Division  -  performs  overall  administrative 
services  for  the  department.  The  division  was  allocated  35.22 
full-time  equivalent  employees  (FTE)  in  fiscal  year  1993.   The 
division  consists  of  five  bureaus: 

Fiscal  Bureau  -  maintains  the  accounting  system  and 
ensures  the  department's  financial  activities  are  recorded  in 
accordance  with  state  accounting  policy. 

Air  Operations  Bureau  -  provides  aviation  services  to  all  of 
the  department  programs. 

Data  Processing  and  Trust  Records  Bureau  -  responsible  for 
providing  coordination  and  support  for  the  department's 
mainframe  computer  applications  and   maintaining  deeds 
and  patents  for  state  owned  trust  lands. 

Personnel  and  Secretarial  Bureau  -  administers  personnel 
functions  involving  recruitment,  hiring,  and  discipline  for 
the  department  and  coordinates  the  typing,  reception  pool, 
and  mail  function  for  the  Helena  office. 
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Operational  Services  Bureau  -  based  in  Missoula,  manages 
field  purchasing  programs  and  maintains  inventory  records 
for  the  department.  The  bureau  also  provides  clerical,  mail, 
and  typing  support  for  the  Missoula  based  department 
personnel. 

Land  Administration  Division  -  responsible  for  appraising, 
classifying  and  leasing  surface  and  mineral  resources  on  state 
lands.  The  division  was  allocated  33.37  FTE  in  fiscal  year  1993. 
The  division  consists  of  two  bureaus: 

Surface  Management  Bureau  -  responsible  for  grazing, 
agricultural  and  special  leases  on  state  trust  land. 

Minerals  Management  Bureau  -  responsible  for  managing 
state  owned  mineral  resources. 

Reclamation  Division  -  regulates  all  mining-related  surface 
disturbances  in  the  state.  The  division  was  allocated  54  FTE  in 
fiscal  year  1993.  The  division  consists  of  four  bureaus: 

Hard  Rock  Mining  Bureau  -  responsible  for  regulating 
mineral  exploration  and  mining. 

Coal  and  Uranium  Bureau  -  responsible  for  regulating  coal 
and  uranium  mining. 

Abandoned  Mine  Reclamation  Bureau  -  responsible  for  the 
reclamation  of  lands  disturbed  by  the  taking  of  natural 
resources  where  there  is  no  continued  responsibility  for 
reclamation  by  a  responsible  party. 

Opencut  Mining  Bureau  -  responsible  for  regulating  the 
mining  of  sand,  gravel,  scoria,  bentonite  and  phosphate 
rock. 

Forestry  Division  -  responsible  for  state  trust  lands  which  are 
principally  valuable  for  timber  or  watershed  protection.  The 
division  provides  for  fire  suppression  efforts  on  state  and  private 
lands.  The  division  was  allocated  243.78  FTE  in  fiscal  year 
1993.  The  division  consists  of  four  bureaus: 

Forest  Management  Bureau  -  responsible  for  managing  and 
enhancing  the  long  term  productivity  of  state  forest  lands. 

Fire  Management  Bureau  -  responsible  for  providing 
wildfire  protection  to  state  and  privately  owned  forest  and 
watershed  lands. 
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Nursery  and  Grounds  Bureau  -  responsible  for  growing, 
selling,  and  distributing  tree  seedlings  for  conservation 
plantings  on  state  and  private  lands. 

Service  Forestry  Bureau  -  responsible  for  advising  and 
assisting  landowners  and  loggers  in  improving  the 
utilization  of  forest  resources. 

Field  Operations  Division  -  responsible  for  implementing  the 
field  level  programs  and  activities  required  by  the  department. 
The  division  is  comprised  of  personnel  and  equipment  assigned 
to  it  by  the  other  four  divisions.   The  division  is  comprised  of 
offices  located  throughout  the  state.  (See  the  map  below) 

At  some  of  these  office  locations,  the  department  has  entered 
into  cooperative  agreements  with  the  United  States  Forest 
Service  (USFS)  where  the  department  and  the  USFS  share 
facilities. 


Figure  1 
Geographic  Distribution  of  Land  and  Unit  Offices 

O  LAND   OFFICES 


NORTHWEST 
AREA 


'UNIT  OFFICES 


NORTHEAST    AREA 


EASTERN 
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Source:       Compiled  by  the  Office  of  the  Legislative  Auditor  from  Department  of  State  Lands'    records 
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Prior  Audit  Recommendations 


Prior  Audit  Our  office  performed  the  financial-compliance  audit  of  the 

Recommendations  Department  of  State  Lands  for  the  two  fiscal  years  ended 

June  30,  1991.  The  report  contained  eight  recommendations 
directed  to  the  department.   The  department  concurred  with  and 
has  implemented  all  eight  of  the  recommendations. 
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Expenditure  Abatements  State  agencies  normally  record  cash  receipts  as  revenue;  however, 

state  policy  provides  for  certain  exceptions.   Refunds  for  an 
overpayment  previously  recorded  as  an  expenditure,  or 
correction  of  an  error  in  recording  an  expenditure  are  valid 
expenditure  abatements.   A  cash  reimbursement  of  an  expendi- 
ture which  is  nonroutine  and  nonrecurring  in  nature  and  the 
responsibility  of  an  outside  party  also  is  a  valid  expenditure 
abatement.   When  the  department  abates  expenditures  rather 
than  recording  revenue,  it  reestablishes  appropriation  authority 
and  understates  both  revenue  and  expenditures. 

During  our  review  of  expenditure  abatement  transactions  we 
noted  the  following  examples  where  the  department  should  have 
recorded  revenue  rather  than  abating  expenditures. 

--     The  department  and  the  U.S.  Forest  Service  (USPS)  partici- 
pate in  a  cooperative  agreement  where  the  department 
receives  payment  from  the  USPS  for  a  portion  of  the 
following  expenditures  related  to  the  Central  Land  Office 
(CLO)  Dispatch  Center:   utilities,  telephone,  and  improve- 
ment and  maintenance  of  equipment  and  facilities.   These 
payments  are  recorded  as  an  abatement  of  expenditures 
related  to  the  CLO  dispatch  center  operations.  This  agree- 
ment has  been  ongoing  for  many  years.  The  department 
received  $13,150  and  $29,731,  respectively,  in  fiscal  years 
1991-92  and  1992-93  from  the  USPS.   These  receipts 
should  have  been  recorded  as  state  Special  Revenue  Pund 
revenue,  not  expenditure  abatements. 

The  department  produced  a  book  and  video  under  a  federal 
grant  concerning  forestry  practices.   The  books  and  videos 
are  free  to  the  public;  however,  if  a  large  quantity  of  the 
items  are  requested  by  a  single  individual  or  organization, 
the  department  collects  the  direct  cost  of  producing  the 
materials.  The  department  recorded  these  proceeds  by 
abating  expenditures  relating  to  printing  the  books  and 
reference  materials.  The  department  received  $9,555  in 
fiscal  year  1991-92  from  the  sale  of  books  and  videos  which 
should  have  been  recorded  as  federal  Special  Revenue  Pund 
revenue  not  expenditure  abatements. 

--     The  Nursery  and  Grounds  Bureau  purchased  planting  stock 
for  various  cities  and  towns  in  Montana  as  part  of  the 
Urban  Forestry  Planting  Program.  The  bureau  had  agreed 

Page  6 


Findings  and  Recommendations 


to  pay  one-half  of  the  cost  associated  with  the  purchase  and 
planting  of  the  trees  with  the  other  half  paid  for  by  the  city 
or  town  receiving  the  trees.   Upon  receipt  of  payment  from 
the  cities  and  towns,  the  department  abated  expenditures 
associated  with  the  original  purchase.   The  abated  amount 
totaled  $3,011  in  fiscal  year  1992-93  in  the  state  Special 
Revenue  Fund.   Because  the  nursery  is  in  the  business  of 
selling  trees  we  believe  the  proceeds  should  be  recorded  as 
sales  revenue. 

In  fiscal  year  1991-92  the  department  sold  leach  trays  used 
in  nursery  operations.  The  trays  were  originally  purchased 
in  fiscal  year  1987-88.  Upon  sale  of  the  trays,  the 
department  abated  prior  year  expenditures.  The  amount 
abated  totaled  $1,950  in  the  state  Special  Revenue  Fund. 
The  sale  of  this  used  equipment  should  have  been  recorded 
as  revenue. 

As  a  result  the  above  mentioned  items,  the  department  did  not 
record  revenues  and  expenditures  related  to  department  activities 
in  accordance  with  state  accounting  policy.  The  result  is  an 
understatement  of  both  revenues  and  expenditures  in  fiscal  years 
1991-92  and  1992-93. 


Recommendation  #1 

We  recommend  the  department  record  expenditure  abate- 
ments in  accordance  with  state  accounting  policy. 


Administratiye  Rules  Section  2-4-201,  MCA,  states,  in  part ".  .  .in  addition  to  other 

rule  making  requirements  imposed  by  law,  each  agency  shall 
adopt  rules  of  practice  which  are  not  inconsistent  with  statutory 
provisions  setting  forth  the  nature  and  requirements  of  all  formal 
and  informal  procedures  available.  .  ."  During  our  review  of  the 
department's  Administrative  Rules  of  Montana  (ARM's) 
governing  coal  leases,  we  noted  the  following  inconsistencies: 

Two  rules  specify  different  fees  for  the  same  process. 
ARM'S  26.3.321  assesses  a  fee  of  $10  for  a  coal  lease 
application  or  assignment  while  ARM's  26.2.401  assesses 
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$50  for  a  coal  lease  application  or  assignment.   The 
department  currently  charges  the  $50  fee. 

ARM'S  26.3.310  makes  reference  to  a  state  law  repealed  in 
1981. 

Agency  personnel  indicated  to  us  that  they  were  aware  of  the 
discrepancies  in  the  rules  covering  coal  leases  and  that  rules 
relating  to  oil  and  gas  leases  are  also  out  of  date  and  in  need  of 
revision.   Department  personnel  agreed  the  leasing  rules  need  to 
be  updated;  however,  updating  the  rules  has  not  been  a  priority. 


Recommendation  #2 

We  recommend  the  department  update  the  rules  relating  to 
coal,  oil,  and  gas  leases  to  ensure  the  department's  ARMS's 
are  in  compliance  with  state  law. 
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Summary  of  Independent  Auditor's  Report 


Snminaiy  of  Indepen-  The  financial  schedules  are  prepared  from  the  Statewide  Budget- 

dent  Auditor's  Report  ing  and  Accounting  System  without  adjustments.  The  auditor's 

opinion  issued  in  this  report  is  intended  to  convey  to  the  reader 
of  the  financial  schedules  the  degree  of  reliance  which  can  be 
placed  on  the  amounts  presented.  The  opinion  on  the  financial 
schedules  presented  indicates  the  schedules  are  fairly  stated  in  all 
material  respects  and  the  user  can  rely  on  the  information 
presented. 
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INDEPENDENT  AUDITOR'S  REPORT 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  State  Lands 
for  each  of  the  two  fiscal  years  ended  June  30,  1992  and  1993,  as  shown  on  pages  A-4  through 
A- 12.   The  information  contained  in  these  financial  schedules  is  the  responsibility  of  the  depart- 
ment's management.   Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based 
on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosure  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of  State  Lands 
for  the  two  years  ended  June  30,  1992  and  1993,  in  conformity  with  the  basis  of  accounting 
described  in  note  1. 

Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic  financial 
schedules  taken  as  a  whole.  The  accompanying  schedules  for  the  Hard  Rock  Bureau  as  listed  on 
page  B-1  are  presented  as  supplemental  information  and  are  not  a  required  part  of  the  basic 
financial  schedules.  This  information  has  been  subjected  to  the  auditing  procedures  applied  in 
our  examination  of  the  basic  financial  schedules.   In  our  opinion,  the  information  is  fairly  stated 
in  all  material  respects  in  relation  to  the  basic  financial  schedules  taken  as  a  whole. 


Jlespectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


September  17,  1993 


Page  A-3 


DEPARTMENT  OF  STATE  LANDS 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


FUND  BALANCE:  July  1,  1991 

ADDITIONS 
Fiscal  Year  1991-92 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Support  From  State  of  Montana 
Prior  Year  Expenditure  Adjustments 
Cash  Transfers  In 
Prior  Year  Revenue  Adjustments 


General  Fund 
$ 0 


1,199,111 

16,649 

13,687,640 


Special  Capital  Internal 

Revenue  Project  Service  Nonexpendable 

Funds      Funds  Funds     Trust  Funds 

$  34.570.074  $(2,057)  $204.730  $297.780.315 


48,547,599 
263,152 

103,832 


45,685 


326,124 


83,184,984 


785, 86 r 
7,000 


Fiscal  Year  1992-93 

Budgeted  Revenue  &  Transfers  In 

Nonbudgeted  Revenue  &  Transfers  In 

Support  from  State  of  Montana 

Prior  Year  Revenue  Adjustments 

Cash  Transfers  In 

Total  Additions 

REDUCTIONS 
Fiscal  Year  1991-92 
Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 
Cash  Transfers  Out 
Prior  Year  Expenditures 
Nonbudgeted  Expenditures  &  Transfers  Out 


903,546 

74,279 

9,354,549 

50,043,293 
269,280 

60,421 

45.255 
90.940 

223,921 

25.235,774 

99.287.577 

550.045 

14,493,114 

20,570 

225 

389,491 

8,778,056 
39,657 
56,760,411^ 

43,517 

234,675 
3,208 

(143) 


86,382,634 


1.338.609*^ 
171.699.088 


71,932,623 


Fiscal  Year  1992-93 

Budgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditure  Adjustments 

Cash  Transfers  Out 

Prior  Year  Expenditures 

Nonbudgeted  Expenditures  &  Transfers  Out 

Prior  Year  Revenue  Adjustments 

Total  Reductions 


FUND  BALANCE:  June  30,  1993 


10,309,154 

9,569,088 

44,657 

353,898 

23,220 

14,301 
40,768,183"^ 

4,693 

59,397 

3,814 
234 

78,151,023 
969 

25.235.774 

115.989,093 

88.031 

601,419 

150.084.615 

i                   0 

$  17.868.558 

$   852 

$153,356 

$319,394,788 

See  note  5  on  page  A- 10. 
See  note  6  on  page  A-11. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-8. 


Additional  information  is 
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DEPARTMENT  OF  STATE  LANDS 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


Federal 

Charges     Indirect  Licenses 

For       Cost  and 

Services    Recoveries  Permits 


Fiscal  Year  1992-93 

GENERAL  FUND 

Estimated  Revenue 

$  160,000 

$  8,200 

Actual  Revenue 

894.873 

8,673 

Collections  Over(Under)  Estimate 

$  734,873 

$    473 

SPECIAL  REVENUE  FUND 

Estimated  Revenue 

$  998,000 

$116,800 

$  70, 

,500 

Actual  Revenue 

887.418 

122,939 

110, 

,674 

Collections  Over(Under)  Estimate 

$(110,582) 

$  6.139 

$.40. 

,174 

INTERNAL  SERVICE  FUNDS 

Estimated  Revenue 

$  250,000 

Actual  Revenue 

223,921 

Collections  Over(Under)  Estimate 

$  (26,079) 

Fiscal  Year  1991-92 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  180,000 
1.186.226 


$  967,500 
917,416 


$  9,000 
12.885 


$1.006.226    $  3.885 


$113,000 
163.862 


$  (50.084)   $  50,862 


$  200,000 
326.124 

$  126,124 


Investment 
Earnings 


Sale  of     Grants, 
Fines  &    DocLments,    Contracts, 
Forfeits   Merchandise   Donations 


Other 

F  i  nanc  i  ng 

Sources 


Federal 


$1,566,216     $4,000 

1,575,292     4,373 

$    9,076     $  373 


$  5,000 
0 


$  14,500 
52,353 


$1,549,418 
1,582,605 


$5,000 
4,754 


$  201,000    $196,000 

1,700     209,609 

$(199,300)   $  13,609 


$200,000 
164,701 


$190,150 
177,596 


$  1,722,476' 
706.932 
$(1,015,544) 


$39,350,000 

42,021,645 

$  2,671,645 


$   168,200 

903,546 

$   735,346 


$10,083,830^^   $54,308,822 
4,402.711     50.043.293 
$(5.681.119)   $(4.265.529) 


$   250,000 
223.921 
$   (26.079) 


$       194,000 
1.199.111 

$  JL005J 1 1 


$  2,399,121' 
1.076.255 


$34,350,000 
39.989.395 


$10,147,510"= 
4.418.662 


$49,936,199 
48.547.599 


$  37,853    $   33,187 


$(12,554)   $(1,322,866)   $  5,639,395    $(5,728,848)   $(1,388,600) 


$   200,000 
326^124 


$   126,124 


See  note  7  on  page  A-11. 
See  note  8  on  page  A-11. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-8. 
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DEPARTMENT  OF  STATE  LANDS 


SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  AND 

TRANSFERS  OUT  BY 

OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  . 

JUNE  30.  1993 

Land 

Central 

Administration 

Management 

Reclamation 

Proqram 

Forestry 

Total 

PERSONAL  SERVICES 

Salaries 

$  801,441 

$  1,471,942 

$ 

754,924 

$ 

4,613,232 

$  7,641,539 

Hourly  Wages 

57,097 

1,611,444 

1,668,541 

Employee  Benefits 

214.229 

342.339 

184.181 

1.447.921 

2.188.670 

Total 

1.072,767 

1.814.281 

939.105 

7.672.597 

11.498.750 

OPERATING  EXPENSES 

Other  Services 

226,237 

3,021,924 

24,010 

1,409,734 

4,681,905 

Supplies  &  Materials 

59,382 

57,817 

30,928 

676,430 

824,557 

Communications 

23,759 

56,708 

34,143 

193,011 

307,621 

Travel 

10,934 

82,794 

23,877 

91,830 

209,435 

Rent 

165,777 

173,550 

22,050 

546,218 

907,595 

Utilities 

17,588 

8,785 

2,337 

97,903 

126,613 

Repair  &  Maintenance 

259,549 

22,711 

9,058 

463,533 

754,851 

Other  Expenses 

7.476 

90.286 

10.510 

32.613- 
3.511.272"^ 

140.885 

Total 

770.702 

3.514.575 

156.913 

7.953.462 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment 

10,626 

53,234 

16,930 

463,244 

544,034 

Intangible  Assets 

1.350 
464.594 

1.350 

Total 

10.626 

53.234 

16.930 

545.384 

CAPITAL  OUTLAY 

Land  &  Interest  In  Land 

4,064 

4,064 

Other  Improvements 

137 

137 

Total 

4.201 

4.201 

GRANTS 

From  State  Sources 

265.000 

265.000 

Total 

265.000 

265.000 

TRANSFERS 

Accounting  Entity  Transfers 

10.000 

10.000 

Total 

10.000 

10.000 

TOTAL  PROGRAM  EXPENDITURES 

$2,119,095 

$  5.392.090 

$1 

.117.149 

$; 

11.648.463 

$20,276,797 

GENERAL  FUND 

Budgeted 

$1,463,875 

$   241,192 

$ 

830,584 

$ 

7,983,212 

$10,518,863 

Actual 

1.437.973 

239.992 

829.420 

7.801.769 

10.309.154 

Unspent  Budget  Authority 

$   25.902 

$     1.200 

$_ 

1.164 

$ 

181.443 

$   209.709 

SPECIAL  REVENUE  FUND 

Budgeted 

$  450,465 

$13,054,078'' 

$ 

409,272 

$ 

4,609,160 

$18,522,975 

Actual 

282.567 

5.152.098 

287.729 

3.846.694 

9.569.088 

Unspent  Budget  Authority 

$  167.898 

$  7.901.980 

$_ 

121.543 

$ 

762.466 

$  8.953.887 

CAPITAL  PROJECTS  FUNDS 

Budgeted 

$   83,678 

$    83,678 

Actual 

44.657 

44.657 

Unspent  Budget  Authority 

$   39.021 

$    39.021 

INTERNAL  SERVICE  FUNDS 

Budgeted 

$  383,783 

$   383,783 

Actual 

353.898 

353.898 

Unspent  Budget  Authority 

$   29.885 

$    29.885 

See  note  8  on  page  A-11. 
See  note  9  on  page  A- 12. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-8. 
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DEPARTMENT  OF  STATE  LANDS 


SCHEDULE  OF  BUDGETED 

PROGRAM  EXPENDITURES  AND 

TRANSFERS  OUT  BY 

OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 
FOR  THE  FISCAL  YEAR  ENDED  JUNE 

30.  1992 

Central 
Management 

$  759,815 

39,364 

194.917 

994.096 

Reclamation 

$  1,251,866 

300 

279.480 

1.531.646 

Land 

Administration 

Program 

Forestry 

$  4,658,642 
2,117,100 
1,483.486 
8.259.228 

Total 

PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 
Total 

$ 

665,143 

155.050 
820.193 

$  7,335,466 
2,156,764 
2.112.933 
11.605,163 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 

497,071 
90,382 
29,826 
25.067 

137,268 
21,154 

154,340 
4.420 

959.528 

2,492,899 
66,061 
57,466 
96,682 
132,188 
10,917 
16,829 
91.111 

2.964.153 

32,181 

44,420 

34,135 

23,781 

17,861 

2,287 

9,897 

3.888 

168.450 

3,214,726 

876,698 

207,228 

111,264 

1,639,526 

97,052 

543,796 

31.602 

6.721.892'^ 

6,236,877 

1,077,561 

328,655 

256,794 

1,926,843 

131,410 

724,862 

131.021 

10.814.023 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Total 

- 

20.344 
20,344 

142.493 
142.493 

- 

47,598 
47.598 

641,850 
641.850 

852.285 
852.285 

CAPITAL  OUTLAY 

Land  &  Interest  In  Land 
Total 

- 

2.891 
2.891 

2.891 
2.891 

GRANTS 

From  State  Sources 
Total 

- 

265.000 
265.000 

265.000 
265.000 

TRANSFERS 
Accounting  Entity  Transfers 
Total 

10,000 
10.000 

10.000 
10.000 

TOTAL  PROGRAM  EXPENDITURES 

$2 

$1 

1 

$_ 

$ 
$~ 

$ 
$^ 

$ 
$1 

.238.968 

$. 

$ 

$' 

4.648.292 

$4 

$ 
$1 

$ 

.039.132 

791,073 

783.171 

7.902 

$15,622,970 

$23,549,362 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

,781,296 

.717,246 

64,050 

279,602 

279.572 

30 

$11,743,931 

11.713.125 

$    30.806 

$14,595,902 

14.493.114 

$   102.788 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

357,313 
243.530 
113.783 

14,076,943'' 
4.368.720 
9.708.223 

370,331 
255.961 
114.370 

$  4,577,621 

3.909.845 

$   667.776 

$19,382,208 

8.778.056 

$10,604,152 

CAPITAL  PROJECTS  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

127,337 
43,517 
83.820 

$   127,337 

43.517 

$    83.820 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

438,455 
234.675 
203.780 

$   438,455 

234.675 

$   203.780 

See  note  8  on  page  A-11. 
See  note  9  on  page  A- 12. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-8. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1993 


1.  Summary  of  Significant 

Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  and 
Agency  Funds.   In  applying  the  modified  accrual  basis,  the 
department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to  record 
the  cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
and  Nonexpendable  Trust  Funds.   Under  the  accrual  basis,  as 
defined  by  state  accounting  policy,  the  department  records 
revenues  in  the  accounting  period  earned,  if  measurable;  and  it 
records  expenses  in  the  period  incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
(SBAS)  without  adjustment.   Accounts  are  organized  in  funds 
according  to  state  law.  The  department  uses  the  following  funds: 
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Notes  to  the  Financial  Schedules 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.   The  department's  Special  Revenue  Funds  include 
Forestry,  Reclamation,  and  Resource  Development  accounts. 

Capital  Projects  Fund  -  to  account  for  resources  used  for 
purchase  or  construction  of  major  capital  facilities.   The 
department  uses  this  fund  for  the  capitol  building  and  long- 
range  building  project  accounts. 


Proprietary  Funds 


Internal  Service  Fund  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost- 
reimbursement  basis.   The  department's  Air  Operations  account 
is  in  the  Internal  Service  Fund. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  to  account  for  assets  held  by  the  state 
in  a  trustee  capacity  or  as  an  agent  for  individuals,  private 
organizations,  other  governments  or  other  funds.    Department 
fiduciary  funds  include  the  Common  School  Permanent  Trust, 
the  Trust  and  Legacy,  University  and  College  Trusts,  and 
Capitol  Building  Trust  accounts  in  the  Nonexpendable  Trust 
Fund  and  the  Hazard  Reduction  account  in  the  Agency  Fund. 
Agency  Funds  are  not  presented  in  these  financial  schedules. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  related  to  the  Governmental  Funds  are  not  reflected  in 
accompanying  financial  schedules.   In  the  Internal  Service  Fund, 
annual  and  sick  leave  are  recognized  as  expenses  when  the 
related  liability  is  recorded.  The  department  absorbs  expendi- 
tures for  termination  pay  in  its  annual  operational  costs.   At 
June  30,  1993,  the  department  had  leave  liabilities  of  $1,319,476 
for  its  Governmental  Funds  and  $4,072  in  its  Internal  Service 
Fund. 


Page  A-9 


Notes  to  the  Financial  Schedules 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department  contribution  to 
PERS  was  $520,155  in  fiscal  year  1991-92  and  $547,673  in 
fiscal  year  1992-93. 


General  Fond  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropria- 
tion limits.  Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


Intrafiind  and  Interfiind 
Activity 


The  department  pools  the  available  cash  in  the  permanent  trust 
accounts  and  transfers  it  to  an  investment  pool  account.  The 
department  records  investment  earnings  as  revenue  in  the  invest- 
ment pool  account.   The  investment  earnings  are  subsequently 
distributed  to  the  proper  trust  fund  by  recording  a  nonbudgeted 
transfer-out  in  the  Investment  Pool  account  and  a  nonbudgeted 
transfer-in  in  the  proper  trust  account.   Each  permanent  trust 
account  also  earns  income  from  fees,  rentals,  and  royalties.   The 
trusts  then  distribute  income  to  their  respective  beneficiaries  (i.e. 
colleges,  universities,  institutions,  and  public  schools).   The 
following  schedule  summarizes  the  interfund  activity  in  the 
Nonexpendable  Trust  Fund. 


Investment  Earnings 
Trust  Account  Revenues 
Transfers  In 

Total  Nonbudgeted  Revenue  and 
Transfers  In 

Transfer  of  Investment  Earnings 

to  Trust  accounts 
Transfer  from  trust  to  beneficiaries 
Total  Nonbudgeted  Transfers  Out 


Fiscal  Year 
1991-92 

$26,539,673 
27,876,880 
28.768.431 


Fiscal  Year 
1992-93 

$29,531,954 
24,502,343 
32.348,337 


$83,184,984    $86,382,634 


$26,539,673 

45.392,950 

$71.932.623 


$29,530,985 

48,620,038 

$78,151,023 


These  interfund  transfers  include  approximately  30  million  of 
transfers-in  and  transfers-out  between  Trust  Funds  which 
should  be  eliminated  to  arrive  at  unduplicated  totals. 
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Notes  to  the  Financial  Schedules 


The  difference  between  revenue  and  transfers-in  and  transfers- 
out  are  revenues,  which  by  law  remain  in  the  trusts. 


Cash  Transfers  In  and 
Out 


Several  state  agencies  may  record  activity  in  the  same  accounting 
entity  on  SBAS.   During  the  fiscal  year,  the  activity  for  each 
agency  is  recorded  on  SBAS  separately.   At  the  end  of  the  fiscal 
year,  the  cash  for  all  the  agencies  using  the  accounting  entity  is 
transferred  to  the  administering  agency. 


The  cash  transfers-in  of  $785,861  and  $1,338,609  in  fiscal  years 
1991-92  and  1992-93,  respectively,  reflected  on  the  Schedule  of 
Changes  in  Fund  Balances  represent  the  fiscal  year-end  transfer 
of  the  cash  balances  from  the  Department  of  Revenue  to  the 
Common  School  Trust  account  in  the  Nonexpendable  Trust 
Fund. 

The  cash  transfers-out  of  $56,760,411  and  $40,768,183  in  fiscal 
years  1991-92  and  1992-93,  respectively,  reflect  the  transfers  of 
cash  from  the  department  to  the  Public  School  Equalization 
account  maintained  by  the  Office  of  Public  Instruction  in  the 
Special  Revenue  Fund. 


7.         Estimated  vs  Actual 
Revenue  -  Grants, 
Contracts,  and 
Donations 


When  an  environmental  impact  statement  (EIS)  for  a  proposed 
mine  is  prepared  by  the  department,  the  mining  company 
responsible  for  the  mine  reimburses  the  department  for  the  costs 
of  the  EIS.  The  difference  between  estimated  and  actual 
revenue  is  due  to  fluctuation  in  the  EIS  activity  each  fiscal  year. 


8.  Federal  Revenues  and 

Expenditures 


The  department  receives  federal  money  to  fund  Abandoned 
Mine  Land  (AML)  reclamation  projects.   The  majority  of  the 
difference  between  estimated/budget  and  actual  federal  revenue 
and  expenditures  is  due  to  the  variance  in  the  number  and  cost 
of  AML  projects  worked  on  during  the  year. 
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Notes  to  the  Financial  Schedules 


9.         Forestry  Expenditures 


The  decrease  in  forestry  expenditures  between  fiscal  year  1991- 
92  and  1992-93  is  due  primarily  to  a  decrease  in  the  number  of 
fires  during  the  fiscal  year  1992-93  fire  season. 


10.       Agen<7  Fond 


The  department  collects  $6.75  per  thousand  board  feet  for 
timber  cut  on  private  land.   The  department  uses  $.60  of  each 
$6.75  collected  to  administer  the  slash  program  and  holds  $6 
until  the  timber  area  passes  inspection  ensuring  it  is  free  from 
fire  hazards.   The  remaining  $.15  is  transferred  to  the  Extension 
Forestry  Program  at  Montana  State  University.   If  the  timber 
area  is  not  cleaned  up,  the  department  retains  the  $6  per 
thousand  board  feet  and  uses  these  funds  to  clean  up  the  timber 
area.   During  fiscal  years  1991-92  and  1992-93,  the  department 
reported  slash  fee  balances  of  $2,230,271  and  $2,384,004, 
respectively. 


11.        Contingenqr 


A  section  of  state  land  in  Flathead  County  is  currently  under 
study  by  the  Environmental  Protection  Agency  as  a  superfund 
site.  The  land  was  leased  by  a  company  and  used  for  pole  and 
post  treating.   Under  superfund  regulations,  the  department  may 
be  named  as  a  responsible  party  and  have  to  pay  a  share  of  the 
site  clean  up  costs.  The  amount  of  the  assessment  is  unknown  at 
this  time,  but  is  expected  to  be  substantial. 
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Supplemental  Schedules  of  Revenue  and 
Expenditures  for  the  Hard  Rock  Bureau 


Supplemental  Schedules  Supplemental  Schedule  of  Revenue  for  the 

Two  Fiscal  Years  Ended  June  30,  1993 B-3 

Supplemental  Schedule  of  Expenditures  by 

Object  for  the  Fiscal  Year  Ended  June  30,  1993 B-4 

Supplemental  Schedule  of  Expenditures  by 

Object  for  the  Fiscal  Year  Ended  June  30,  1992 B-5 
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DEPARTMENT  OF  STATE  LANDS  -  HARDROCK  BUREAU 

SUPPLEMENTAL  SCHEDULE  OF  REVENUE 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1993 


Spec  i  a  I 

Revenue 

Fund 

Fiscal  Year  1991-92 

Environmental  Impact  Statement  Fees  $1,049,610 

Bond  Forfeitures  130,515 

Application  Fees  and  Penalties  40.955 


TOTAL  FISCAL  YEAR  REVENUE 


Fiscal  Year  1992-93 

Environmental  Impact  Statement  Fees  $  601,754 

Bond  Forfeitures  40,350 

Application  Fees  and  Penalties  63.875 

TOTAL  FISCAL  YEAR  REVENUE  $  705.979 


Source:  Compiled  by  the  department  from  SBAS  records. 
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DEPARTMENT 

OF  STATE 

LANDS  - 

HARD 

ROCK 

BUREAU 

SUPPLEMENTAL 

SCHEDULE 

OF 

EXPENDITURES  - 

BY  OBJECT 

FOR  THE 

FISCAL  YEAR 

ENDED 

JUNE 

30, 

1993 

Environmental 

Hard 

Impact 

Rock 

Statements 

Mininq 

Bond 
Forfeitures 


Bureau 
Total 


PERSONAL  SERVICES 
Personal  Services 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  and  Materials 
Connuni  cat  ions 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expense 
Total 

EQUIPMENT 
Equipment 
Total 

TOTAL  PROGRAM  EXPENDITURES 


$  89.696 
89.696 


174 


$455.053 


97.614 


350,222 

49,737 

127,257 

656 

10,824 

12,561 

3,894 

15,543 

180 

9,716 

17,643 

694 

348 

150 

0 

0 

0 

0 

14 

3,461 

86 

333 

256 

0 

$  641.597 


527,216 

24,041 

19,617 

28,053 

498 

0 

3,561 

589 

603.575 


24.386 
24.386 


$1.269.558 


The  expenditure  amounts  listed  for  the  Hard  Rock  Bureau  in  fiscal  years  1991-92  and  1992-93  do  not 
include  expenditures  for  rent,  utilities  and  maintenance  for  the  office  space  the  bureau  occupies 
in  the  department's  main  office  in  Helena  and  personnel  services  and  travel  expenditures  for  the 
division  administrator  and  administrative  assistant.  These  costs  were  not  specifically  allocated 
to  each  of  the  bureaus  within  the  division.  Department  officials  estimated  the  amount  allocable  to 
the  bureau  for  rent,  utilities  and  maintenance  is  $43,000  each  fiscal  year  and  the  estimated  amount 
for  the  personnel  services  and  travel  is  $37,000  each  fiscal  year. 

The  department  was  not  able  to  estimate  the  cost  of  services  provided  by  other  divisions  within  the 
department  such  as  centralized  services  (i.e.  payroll  processing  and  fiscal  support),  and  the 
conmissi oners  office  (i.e.  conmissi oners  salary  and  legal  support). 


Source:  Compiled  by  the  department  from  SBAS  records. 
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DEPARTMENT  OF  STATE  LANDS  -  HARD  ROCK  BUREAU 

SUPPLEMENTAL  SCHEDULE  OF  EXPENDITURES  -  BY  OBJECT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1992 


PERSONAL  SERVICES 
Personal  Services 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expense 
Total 

EQUIPMENT 
Equipment 
Total 

TOTAL  PROGRAM  EXPENDITURES 


(706) 


(706) 


Environmental 

Hard 

Impact 

Rock 

Bond 

Statements 

Mining 

Forfeitures 

$  91.937 
91.937 

$  434.944 
434.944 

$    0 
0 

259,524 

49,622 

9,061 

1,456 

17,629 

1,348 

686 

18,317 

3 

13,479 

20,405 

0 

140 

2,811 

678 

0 

0 

258 

13 

6,795 

142 

573 

6.376 

0 

121.955 


$367.102 


$11.490 


Bureau 
Total 


$  526.881 
526.881 


318,207 

20,433 

19,006 

33,884 

3,629 

258 

6,950 

6.949 

409.316 


54.393 
54.393 


See  note  on  page  B-4. 


Source:  Compiled  by  the  department  from  SEAS  records. 


Page  B-5 


Agency  Response 


Page  C-1 


Page  C-2 


DEPARTMENT  OF  STATE  LANDS 


MARC  RACICOT,  GOVERNOR 


P  O.  BOX  201601 


STATE  OF  MONTANA' 


(406)  444-2074 


November  5,  1993 


1625  ELEVENTH  AVENUE 
HELENA,  MONTANA  S9620  1601 


Mr.  Scott  A.  Seacat 
Legislative  Auditor 
Room  135,  State  Capitol 
Helena,  MT   59620 


Dear  Mr.  Seacat: 

I  have  reviewed  your  recommendations  concerning  the 
Financial-Compliance  Audit  for  the  two  fiscal  years  ended  June 
30,  1993  with  my  staff  and  have  enclosed  the  Department  of 
State  Land's  response  to  the  recommendations. 

My  staff  and  I  would  like  to  thank  you  for  the  profes- 
sional manner  in  which  your  staff  conducted  the  audit.   Please 
express  my  thanks  to  your  auditors. 


Sincerely, 


Bud  Clinch,  *x:ommissioner 
Department  of  State  Lands 


ra 
Enclosure 
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•AN  EQUAL  OPPORTUNITY  EMPLOYER" 


DEPARTMENT  OF  STATE  LANDS 
AUDIT  RESPONSE 
Recommendation  #1;   We  recommend  the  Department  record  expendi- 
ture abatements  in  accordance  with  state  accounting  policy. 

Concur  -  We  agree  the  four  mentioned  items  should  have  been  re- 
corded as  revenues  and  expenditures  in  accordance  with  the 
state's  accounting  policy. 

Recommendation  ftl:    We  recommend  the  Department  update  the  rules 
relating  to  coal,  oil,  and  gas  leases  to  ensure  the 
Department's  ARM'S  are  in  compliance  with  state  law. 

Concur:  Our  Lands  Division  staff  are  aware  of  the  mentioned 
discrepancies  concerning  updating  of  the  Department's  ARM'S 
and  will  update  the  rules  during  the  current  fiscal  year. 
{FY1994) 
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